STATE OF MAI NE Docket No. 97-497
PUBLI C UTI LI TI ES COW SSI ON
August 6, 1997

PUBLI C UTI LI TI ES COVMM SSI ON NOTI CE OF | NQUI RY
Inquiry into the Effects

of Electric Restructuring on

Contracts between Qualifying

Facilities and Electric Uilities

l. Summary

In this Order, we initiate an inquiry to address issues and
identify the scope of a rul emaking on provisions governing power
purchases by electric utilities fromaqualifying facilities (QFs)
that may require revision as a consequence of restructuring the
el ectric industry.

I1. Background

Chapter 36 of the Comm ssion’s rules, Cogeneration and Smal |
Power Production, sets forth the criteria for small power
producers and cogenerators to qualify as QFs, avoi ded cost
cal cul ation procedures, and general guidelines for arrangenents
between electric utilities and Qrs. On May 29, 1997, the
Governor signed into public law, “An Act to Restructure the
State’s Electric Industry” (Act). P.L. 1997, ch.316. The Act
directs the Comm ssion to develop rules on how certain rates and
terms in existing QF contracts would function after March 1,
2000.t Specifically, the Act directs the Comm ssion to address
short-termenergy only (STEO rates, contractual terns that
relate to long-term avoi ded costs, and nethods to establish any
contractual provision that restructuring may render inpractical
or inpossible to perform? See sections 6, 7 and 8 of the Act.
In this sanme rul emaki ng, the Comm ssion may al so anend Chapter 36
in other respects to ensure its overall consistency with the
provi sions and policies in the Act.

!Section 9 of the Act elimnates the requirenent going forward
that electric utilities enter contracts to purchase power from

QFs.

2 Section 5 of the Act requires that no contract executed as
of March 1, 2000 between a QF and an electric utility may be
abrogated as a result of any provision of this Act.
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I1l1. Issues to be Addressed

W invite interested persons to comment on the follow ng
i ssues or on issues not referenced here, but which the commenter
bel i eves the Comm ssion should address in this proceeding.

A. Est abl i shnent of STEO Rat es

The Comm ssion currently sets STEO rates periodically
pursuant to section 3(B) of Chapter 36. These rates are the
basis for prices paid by electric utilities for certain
short-term energy purchases from QFs. Because many existing QF
contracts with terns beyond March 1, 2000, rely on Conm ssion
approved STEO rates we nust adapt the nethods and procedures in
our existing rule to address conditions likely to exist after
restructuring. W ask parties to coment generally on how t he
Comm ssi on should set STEO rates, and to respond to the foll ow ng
guesti ons:

1. What generally accepted and publicly avail able
mar ket price indicators or indices should the
Comm ssion use to establish STEO rates? |f not
currently known, how should the Conmm ssion
determ ne what indicators to use? Should these
indicators reflect historic or forecast prices,
and why?

2. To what extent should the Commi ssion rely on
hi storic market prices to establish rates for
future purchases?

3. VWhat Mai ne-specific data about market prices
shoul d the Conmm ssion ensure be available? 1Is
using the standard offer price reasonable? |If
not, nust the Conm ssion collect and nmake publicly
avai | abl e i ndividual or aggregate data on
i ndi vi dual contracts? Please describe how this
coul d be done and comment on the feasibility of
doi ng so.

4. Is it feasible for the Comm ssion to adopt an
i ndexi ng mechanismto streanmline its setting of
STEO rates? Pl ease describe and coment on ways
this could be done.

5. Pl ease comment on how the factors affecting rates
for purchases of energy should be quantified and
applied. See Chapter 36, 84(C) (7).
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Est abl i shnent of Long-term Avoi ded Costs

What existing contracts and contractual |anguage
reference | ong-term avoi ded cost during the post

In establishing |ong-termavoi ded costs as
requi red by Section 8 of the Act, to what extent
shoul d the Conmmi ssion rely on assunptions and

To what extent are historic nmethodol ogi es and

hi stori c expectations about future costs and
events relevant? To what extent should the

Comm ssion rely on current projections of market
prices? How should these be devel oped? To what
extent should the Comm ssion rely on actual market

Pl ease comment on whet her the Conmm ssion can adopt
generic rules for long-term avoided costs, or
whet her it must consider contract-specific

Pl ease comment on how the factors affecting rates
for purchases of energy and capacity shoul d be
quantified and applied. See Chapter 36, 84(C)(8).

Shoul d the Comm ssion del ete or revise other
provi sions of Chapter 36?7 Please identify.

Shoul d t he Conm ssi on add new provisions to

1
March 1, 2000 period?
2.
nmet hodol ogy used in prior avoi ded cost
pr oceedi ngs?
3.
prices?
4.
| anguage.
5.
O her Revisions to Chapter 36
1
2.
Chapter 36? Please identify.
3.

Shoul d the Conmmi ssion revise provisions of
84(C)(4), Net Enerqgy Billing? |If so, please
descri be.

O her Substantive/ Contract |ssues

1

What ot her issues should the Conm ssion address in
t hi s rul emaki ng?

Are there contract terns (other than those above)
that ought to be specifically addressed?
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E. Processes to Resolve Contract-related | ssues that may
Arise in the Future

1. What factors and provisions should the Conm ssion
consider in developing rules to resolve
contractual issues that may arise in the future?

In addition, utilities that have existing QF contracts with
provi sions applicable after March 1, 2000 which may require
revision as a result of restructuring are requested to file such
contracts (e.g., STEO provisions, avoided cost provisions).

I nterested persons may participate in this inquiry by filing
a letter stating their interest in this proceeding no |ater than
August 15, 1997. Such letter should be addressed to Dennis L.
Keschl, Adm nistrative Director and include the docket nunber of
this proceedi ng, Docket No. 97-497. The Conmi ssion will then
issue a service list. Al subsequent filings nust be served to
all interested persons on the service list. Interested persons
may file substantive comrents by August 25, 1997, and file
responsi ve comments by Septenber 8, 1997. W will proceed with a

formal rul emaking after review ng the cooments. |f necessary, we
may al so convene a technical conference or issue witten requests
for further information. W w il initiate a formal rul emaking

bef ore Novenber 1, 1997
Accordi ngly, we
ORDER

1. That an inquiry shall be opened as described in the
body of this Notice;

2. That this Notice shall be sent to all electric
utilities in the State of M ne;

3. That this Notice shall be sent to all known small power
producers and cogenerators in the State of Mine;

4. That this Notice shall be sent to the service |ist of
el ectric restructuring, Docket No. 95-462;

5. That this Notice shall be sent to the service |lists of
Docket No. 92-345; Docket No. 95-052: and Docket No.
97-116; and

6. That this Notice of inquiry will also be posted on the
Comm ssion’s website, http://ww. state. ne. us/npuc.
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Dat ed at Augusta, Maine, this 6th day of August, 1997.
BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COW SSI ONER VOTI NG FOR: Wl ch
Nugent
Hunt



